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MEMORANDIR! FOR: Deputy Director (Administration)

sUBJECT ¢ Relations with Nonintelligence Agencies of the
Goverumant

The following are suggected es briefing notes for the Hoover
Comuission Task Force to outline relations with monintelligence
goverumental asgencies which are of primary interest to this O0ffice:

1. The Compircller Geneéral. Liaison with the Comptroller
General Tar Fesn Eanties selearity by the Office af thy Generel
Councel since 1946, All such liaison is ecoordinated with the
Comptroller. Lislson with the General Accounting Office,
vhich 1s under the Comptrolier Genersl, is hamiled by the
Office of the Corptroller which ccordinates with the Office
of the General Counsel. Relations with the Comptroller
General have beesn handled almost entirely through hie feneral
Coungel,

The need for coordination is infrequent, but it is
of fundsmental importeance as the Agency's very wide authori-
ties and exemptions In the fiseal field, so ¢ssential to its
proper function, could well be eliminated by an antegonistic
attitude on the pert of the Compirolier General. In support
of this statement we point to the fact that the Atouic Energy
Comniseion in 1947 esked for authorities snd exemptions similar
to those possessed by this Agemcy over ite funds, setting
forth various Justifications baszed on security and the necessity
of operations. The Compiroller General, vhen callsd on to
testify before the Congress, expressed adamant opposition to
such & grant of power over Goverment funds t0 an Executive
agency, and the request was overvhelmingly turned down. This
Agency et the time wme attempting to get the atatutory authori-
ties needed for its operations, end, prior to presenting its
bill to the Congress, was required to coordinate its request
with the Cosplroller General among others. He repeated his
principles on control of Governmment fimds, dut stated that
under present world conditions he felt an lmtelligence agency
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needed grest latitude end epproved the authorities requested
by us. Subsequently be olarified his position by stating thet
powers given us suthorized expenditures for any purposes
nagessary %0 carry out our functions, but were not to be
iovoked for the solution of adninistrative difficulties common
to all sgencies. As this has always been Agency poliey, this
position has been no Inpediment.

In other respecis the Comptroller Gameral has also
shown every cooperstion to meet the particulay nesds of this
Agency. Thus, the expenditures which ayre andited by the
General Accounting Office are reviewed by cleersd represante-
tives on aAgenty premises and no documents leave the Agancy's
possaseion. In cother technical sapects of interdepartmental
transactions in siniler metters, the Comptroller Genersl has
- assisted with due regaxd to security and practicsability. In
general the Comptyroller Generel has indicated that in view of
our policies in regerd to utilizetion of funds, as explained
by ue to him, he would not instigate any ilnvestigation of our
use of funds &5 long as he has reason to believe those policies
are adhered to by us.

ment of Justice., The ove -all lisison with the

Justice on legal metters is the responsibility of
: ; v .« However, certalin wvall-defined areas have
veen allocated to other offices, Thus, the liaizon with the
Impigration and Naturelization Service of ¢he Department of
Justice 1s handled by the Allen Affairs Officer, Security
Office, with siaff sscistance on legal watterzs from the General
Counsel. The liaison with the Federal Bureau of Investigation
of the Departuent of Justice is handled by the Secwrity Office
and the Poreign Intelligence Staff as sppropriste. Such
matters aes alien registration problenms raelsting to exchenge
of inforsatlion are haniled directly by the Foreign Intelligence
Staff with staff assistance from the General Counsel on legal
matters, The remsining lisison conducted by the Generel
Counsel, priserily with the Office of the Atiornmey General,
encompasses & variety of problems, of vhich the moat Lmportent
are mantioned below:

2. A msjor one is the problem of sepsretion of
employees on basies of loyalty or sequrity charges. The Depert-
wment of Justice iz responsible for guidance on relationships
and proceduras implementing Executive Order 10450, which sets
the standurds for such terminstion., The Agency has satablished
such yocedures with the approvel of the Depertment of Justice.
Bovevar, as the Director hss his own authority to terminate
in the natiopal intersst, seperste intermml procedures for

-
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processing his disgretionsry esuthority heve been established
which to some degree parallel the Executive Order 10450
procedures but are especislly adapted to problems pecullsr

to this Agency and to the reguirements of operstional security.
The Attorney Genaral has been notified of the dusl system

and has approved the standards on which it is based.

b. A most troublesome Problem arises out of the faet
that & very few individusls engaged in Agency work have been
discovared in apperent vioclation of criminal statutes. Where
no security bas been involved, these cases have been immedistely
twrned over to the Depertment of Justice for investigatlon and
prosecution. In cases involving operational sescurity aspecis,
however, the initiel investigstion bas been conducted by this
Agency 50 that the risk of compromise in further investigation
and prosecution may be evaluated. We have attempted to estad-
1ish the principle that the duty of the Department of Justice
to investigate and prosecute must be weighed in the mational
interest against the Director's responsibility to protect
intelligence sources and methods. This principle has not
bean fully sccepted by the Criminsl Division of the Department
of Justice, and several cases ere novw in various stages of
diseuseion with that Division in en sttenmpt to cblain
agreement to the principle and further in an sttempt to
£ind bases for prosecution which will not endanger the
security of operstions. Relations with the Department of
Justice have not been merked with the understanding of our
problems and the resdy support we have experienced elsevhere
in Soverrment.

3. Buresu of Internal Revenue. While the Department of the
Treasury relations are of primery ioterest to the Comptroller,
the Genersl Counsel has hendled the limison on tax problems
with the Bureau of Internal Revenus almost exclusively as they
normally involve highly technical legel points. The Seeurity
Offine, the Office of the Compiroller, and the operational
divisions are consulted as may be appropriate. The Bureau of
Internsl Revenue hes been most cogperative and, within the limits
of ite organisstion, has done everything possible to yrotect
the security of the Central Intelligence Agency's operatioms.
Many of the problems are extrewely complex and on some
neither the Burgsu nor ourselves can suggest any truly
satisfactory solutions. An exemple is the question of the
tax lisbility of an employee of & commercial cover organize-
tion wholly owned by this Agency operating overseas.

Formelly such an smployee would be exempt from Federal %ex
after complying with the foreign residence requirements.
Technically, since the corporation is wholly owned by the
Government, he is lisble to Faderal tex. We hope eventually
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: R, BOUSTOR
General Counsel
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